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Dear Jim:

This letter is in response to your letter of March 30,
1983 in which you expressed your concern over the additional
requirements imposed on the Atlas Surety contract by the
Board of 0Oil, Gas and Mining. In the process of reviewing
the contract prior to signing, the Board determined that,
since the form was a "self bond," continuing financial data
and other clauses should be inserted.

As you know, the Board has been grappling with the
"self bond" form for several months. Most of the concerns
of ‘the members center upon their duty to adequately protect
the State of Utah should an operator fail to carry out its
reclamation obligations. 1In response to these concerns,
three clauses have been drafted and are required in all
prospective "self bond" surety contracts. These are:

1. Annual submittal of financial data in the form
of a 10-K report;

2., If the operator is a subsidiary, a corporate
guaranty from the parent corporation is required; and

3. If the Board at any time in the future
determines that the "self bond" form of surety is not
adequate protection for the State, then, after 90 days
written notice to the operator, the contract is
rescinded.

You will notice that number three, above, is not
operator specific, but the clause will operate to rescind
all self bond surety agreements should the Board make the
determination that self bonding will no longer be accepted.

36 STATE CAPITOL / SALT LAKE CITY . UTAH 84114 ' TELEPHONE (801) 533-526"




James A. Holtkamp
April 19, 1983
Page Two

To answer your letter specifically, if Atlas would like
to be heard by the Board regarding these matters, you may
call the Division of 0il, Gas and Mining and ask to be heard
before the Board. Prior approval as to form, i.e., the self
bond as opposed to some other surety agreement, was given
but the substance of the contract had not been approved by
the Board. Final approval of a surety contract is effective
on the date it is signed by the Board.

It is clear that neither the surety contract nor any
of the extraneous proposals or agreements accomplish the
purpose of the rescission clause and the requirement for
periodic financial data.

I appreciate the inconvenience that this requirement
imposes on an already lengthy process. If there is anything
that I or the Division can do to help you on this matter,
please contact us. '

Sincerely,
/,-’j”’wp&zawcv WW

BARBARA W. ROBERTS
Assistant Attorney General

BWR/gh




